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NOMINATION OF ELLIS G. ARNALL 


TUESDAY, FEBRUARY 12, 1952 


Untrep States SENATE. 
COMMITTEE ON BANKING AND CURRENCY. 
Washington. D. ¢ 

The committee met, pursuant to call, at 10:30 a. m., in room 301, 
Senate Office Building, Senator Burnet 4 Maybank (chairman) 
presiding. 

Present : Senators Maybank, Robertson, Sparkman, Frear, Douglas 
Benton, Moody, and Capehart. 

The CuatrmMan. The committee will be in order. 

Governor, will you come up and have a seat ¢ 

I will insert inthe record at this point a biographical sketch of Mr. 
Arnall, 

(The information referred to follows:) 


ELLIs GIBBS ARNALL, Ex-GOVERNOR OF GEORGIA 


Born, Newnan, Ga., March 20, 1907, son of Joe Gibbs and Bessie Lena (Ellis) 
Arnall. 
Education: Student Mercer University, Macon, mee “oe A. B., University of 


the South, 1928; LL. B., University of Georgia, 1931; LL. D. Atlanta Law School, 
1942; Piedmont College, 1948; Bryant College, 1948: D. ¢ C. L., University of the 


South, 1947. 

Married Mildred DeLaney Slemons, April 6, 1985; children, Alvan Slemons, 
Alice Slemons. 

Admitted to Georgia bar, 1931; member of the house of representatives, Coweta 
County, Ga., and speaker pro tem, 1933-37; attorney general of Georgia, 1939—43 ; 
Governor of Georgia, 1945-47; president, Dixie Insurance Co., Newnan, since 
1947; Society of Motion Picture Producers since 1948. Member American and 
Georgia State Bar Associations ; member Phi Delta Phi, Kappa Alpha. Democrat. 
Author: The Shore Dimly Seen, 1946; What the People Want, 1947. 

Home: 213 Jackson Street Extension, Newnan, Ga. 

The CHarrmMan. We called the meeting today, Governor, after ] 
spoke to Senator Capehart, and we agreed to make every effort to 
expedite action on your nomination. 

We realize that this is Lincoln’s Birthday, and the Senate is not 
in session. It has recessed until Thursday. 

This committee is also faced with the fact that Mr. DiSalle resigned, 
as you know, as of the 15th. 

We have ample time, today, because the Senate is not in session. 

I might say that, of course, as we usually do in this committee, I 
have submitted your name to the two Georgia Senators, and your 
nomination is agreeable to both of them. I inquired of the clerk, Mr. 
Parsons, and he tells me that there has been no protest against the 
Governor. So if you will proceed in your own way, Governor, we 
will appreciate it, stating just what you think you will be able to 
accomplish. You have a pretty tough job coming up. I think you 
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know that. In fact, 1 know you took quite some while before you 
decided to jump in. If you will just go ahead, later the committee 
will ask questions. The committee will want to have an executive 
session with you when the open hearing is over. 

Mr. Arnau. Mr. Chairman and Senators of the committee, 1 am 
very happy to appear here at the invitation of the committee, in con- 
nection with my possible confirmation to the Office of Director of 
Price Stabilization to which the President has nominated me. 

First of all, let me disabuse your mind by saying that I pose as no 
expert in this field, am a man of very modest ability, but IT have a 
very sincere desire to try to be of service, and helpful at this time. to 
the people of our country. 

Iam a native of Georgia, born there on March 20, 1907, attended the 
public schools of my little city of Newnan, a town of 10,000, attended 
Mercer University, was graduated from the University of the South 
at Sewanee, Tenn., with an A. B. degree, took my law at the State 
University of Georgia: then finishing law school, 1 began to practice 
for those who would engage my serv ices, 

I ran for the State legislature, was successful in the campaign, 
served two terms as a member of the legislature, representing the 
people of Coweta County for both terms. During my service I had 
the honor to serve as speaker pro tempore of the house of representa 
tives; finishing that tenure I was appointed assistant attorney general 
of Georgia, then appointed attorney general, then elected attorney 
general, then became a candidate for Governor of the State, and had 
the good fortune to be elected to that office. 

Under the Georgia law a governor is precluded from serving more 
than one 4-year term. At the end of my term—and, parenthetic rally, 
let me say it terminated under very unusual and peculiar circum 
stances—at the end of my term I reverted to my chosen profession of 
the law. I became president of the Dixie Insurance Co.; president of 
the Society of Independent Motion Picture Producers and a director 
in the Southeastern Factors Corp. T now have a few other minor 
business interests. 

It has been my pleasure to speak over the country and on one of 
those trips I had the very distinct pleasure of meeting the distin- 
guished Senator from Indiana. T have also done a bit of writing, but 
basically my business is the law. 

The CuarrMan. You havea tough law to administer. 

Mr. ArNALL, Senator, the President named me to this place, or 
nominated me; I had no desire to take it, let me hasten to say to you 
gentlemen, but sometimes we don’t have choices as we go through 
life. There appear to be choices, but actually there are not. 

Now, if the Senate sees fit to confirm my nomination I shall under 
take to work to the best of my ability in administering the law that 
the Congress gives me to administer. 

If I am confirmed I will take the liberty, with your permission, to 
discuss with you recommendations that occur to me. I will under- 
take at all times to carry out, according to my best knowledge, the 
mandates of the law and the intentions of the Congress. I have not 
had the pleasure of talking with the President as to his views about 
this matter. All 1 know is what I read in the papers. I have not 
talked with Mr. DiSalle, except over the phone. He called me to tell 
me it was an interesting but rather difficult assignment. 
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I talked with Mr. Putnam, the Economie Stabilizer. I had lunch 
with him here a week ago, but we didn’t discuss economics. I talked 
with him on the phone. I have a high esteem and admiration for Mr. 
Putnam. 

The Cuarrman. Let me say right here for the benefit of the com- 
mittee that Mr. Putnam called me about 2 weeks ago, if I remember 
rightly, and said he wanted to see me. I told him I would be glad 
to see him. He came down and he told me he was going to ask you 
if you would consider the position. Then later on you were up here. 
I read in the paper that you didn’t know whether you were going to 
take this position. 

Mr. Arnau. That is right. I declined at first. 

The Cuamman. Mr. Putman told me at the time that he didn’t know 
whether or not you were going to take it, but that he did have a high 
regard for you. In view of the fact, I think, that he is immediately 
over you, or your work 

Mr. Arnau. That is right; he is my superior. We work as a team. 

The Cuamman. That is what I understood. He said he was going 
to talk to you about it again, and I would say he has talked to me about 
it once or twice during the last 2 weeks. When he talked to me about 
it he talked to me about the possibility of having the committee meet 
and take up the confirmation, because of its importance. 

As I stated previously it would have to be by the 15th of Febs1 iary 
because of Mr. DiSalle’s resignation. So that is how I happened to 
have known about it some time ago. I wanted the committee to know 
that. 

Mr. Arnatut. Thank vou, Senator, and I wanted to say to the com- 
mittee that you knew about the possible appointment be fore it was 
ever discussed with me. 

The CuatmrmMan. He came and asked me. It must have been 2 weeks 
ago. He just said he wanted to talk with me as chairman of the com- 
mittee as to what I thought the committee would do about Mr. Di- 
Salle’s suecessor. I said I didn’t know. He said he was thinking of 
you. I said that is the thing to do; if you think well of the Governor 
we will take it up with the committee. He advised against any action 
at that time because you might not take it. That is why I never said 
anything about it at ‘the time. You waited some time before you did 
do anything. 

Mr. ArNALL. I know this is a very difficult assignment, and I don’t 
know the answers, but I will try to base my decisions on facts. We 
will try to find out the truth about economic conditions and move 

within the framework of the law. 

The CHatrMan. Right there, there is one big complaint that this 
committee has. We have it again this morning: 

We hear continually that in regard to these orders, the regulations 
that are enacted, the people are not consulted. Home owners from 
18 cities tell me this morning that wage-stabilization rates not in 
keeping with the law have been issued, and they should be heard. 

I feel certain that every member of this committee feels that way. 
You are certainly going to consult the people of business and industry 
that are affected by any order you put out before you put it out; are 
you not—according to the law? 
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Mr. ARNALL. Senator, I would undertake to get the attitude of the 
groups affected—business groups, trade associations, and also the 
consumers. 

The Cuairman. That is what we would ask, because we put it into 
law, and we hear they are not consulted. The other question I wanted 
to bring up is this: A committee on decontrol has been appointed by 
Mr. DiSalle, and Mr. Putnam testified to the same effect when we 
confirmed him. This action is with the thought that planned decon- 
trol would do away with a lot of unnecessary work, particularly 
among small businesses which cannot afford to have lawyers and 
accountants, and so on. Wherever a commodity or product, regard- 
less of what it might be, is way below ceiling prices, it might be 
possible to decontrol in some such areas—and Mr. Putnam is now 
studying it—provided it doesn’t affect the rest of the economy. It 
certainly would save your office checking it and save the people 
having to comply with a lot of red tape. 

Would you mind commenting on that? The committee has been 
appointed. I don’t know whether it would be under that committee 
or under another committee. 

Mr. Arnaui. First of all, let me say in that connection that I, 
you, very much oppose a regimented economy, a controlled economy. 

The CHairman. You have served a controlled State. You know 
what that means. 

Mr. Arnau. I want the fullest play of competitive influences in our 
economy. 

On the other hand, this must be said: That the Defense Production 

Act under which we work was enacted because of the Congress’ know1- 
edge that we were confronted with dire circumstances that might 
result in run-away inflation, and we recognize—you recognize and 
I recognize—that the greatest threat to our governmental structure 
is the destruction of our economic system and the great danger is 
inflationary pressures. Therefore, you enacted this law. 

The Crairman. That is almost as important as a cold war. The 
Russian theory has been expressed by many. If they can wreck us 
economically, it would be easier than by any other method. 

Mr. Arnau. Well, Senator, actually if we had to take a gamble, 
in my judgment perhaps we could afford to take a gamble, if we 
could afford one at all, on our military structure rather than on 
destroying our internal economy, because if the country becomes so 
weak internally then we can’t resist the threat to our security. So 
I agree with you most emphatically; it is tremendously important. 

Now, to the question you put to me—— 

The Cuarrman. What is that, sir? 

Mr. ArNALL. To the question you put to me, I understand that Mr. 
DiSalle has appointed a committee to study possible decontrol— 

The Carman. Of things that wouldn’t affect the general economy, 
and are now way below ceiling prices. All it does with those things. 
or articles of commerce, is to cut out a lot of red tape. You have 
a lot of employees that check on that. It really seriously impairs 
business. 

Mr. Arnau. It would be my view, based on the information I now 
have, which is very limited, that I would cert: ainly want to further 
that study and keep i in effect that committee, looking forward to that 
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day when decontrol can be effectuated safely. But I also want to say 
this, and please understand this is just my personal view, and it may 
be erroneous, but this is what I am concerned about: That we must 
not hasten headlong into decontrols. When the facts are such that 
a segment of the economy can be decontrolled without adversely af 
fecting the production effort, the defense effort, and the rest of our 
economy, We should seriously consider decontrol. 

Of course, I should think that such should be done, but I would 
hate to base a final conclusion merely on hearsay, or what some trade 
association may say, or what I may think without facts. By all 
means, we should hear from the trade associations, but what I want 
to do, with your permission, is to try to administer the office on facts, 
keeping in mind, Senator, that insofar as we can we should cut out 
red tape. 

Now, let me pause here to say this: It is so easy to say that laws 
ought to be simplified. I see laws enacted by the Congress that I 
have great difficulty in understanding. I see laws enacted by the 
legislature that I have difficulty in understanding, and they go to 
court and the courts sometimes have difficulty in interpreting the laws, 
so when we say do away with red tape, of course we want to, but I 
don’t hold out to you, Senator, the idea that at the stroke of a pen 
we can do away with the requirements that are necessary to keep 
check on our economy. 

The Cuarman. The committee wouldn't expect you to do that. 

Senator Rorerrson. Mr. Chairman. 

The Cuairman. Senator Robertson. 

Senator Roserrson. You have referred to the fact that probably 
our greatest threat is the threat of inflation that may destroy our 
economic system. 

Mr. Arnau. Yes, sir. 

Senator Roserrson. Do you agree with me that our economic sys- 
tem is built upon the foundation of American constitutional liberty ? 

Mr. Arnaty. American constitutional liberty; yes. 

Senator Roserrson. Do you agree with me that American con- 
stitutional liberty means economic as well as political freedom / 

Mr. Arnau. Senator, generally ves. However, I think at times 
so-called freedom, unrestricted, can be abused in any line, and that 
is What I understand the Congress thought when it enacted this law. 

For example, speed limits. We have regulations, but, generally 
speaking, we want as little control as we have to have to protect our 
economy ; Ves, Sir. 

Senator Roperrson, Do you believe in the divine right of kings? 

Mr. Arnau. No, sir: I don’t subscribe to that view. 

Senator Roperrson. Do you believe that in our Republic as now con- 
stituted, it is possible for a few to sit in the seats of the many and 
exercise more dictatorial powers if they see fit than any modern sov- 
eign has been able to exercise ? 

Mr. Arnau. Well, may I, in response to the distinguished Senator’s 
inquiry, say this: That if that be true, it need not necessarily be true 
because under our Constitution and laws the court of last resort on use 
of authority is the court of the people, and now the people have ways of 
rectifying abuses, if they occur. 

I think our Government is very cumbersome, but that is part of the 
system which is ours: ves, sir. 
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Senator Ropertson. Do you realize that when you assume this posi- 
tion as Director of OPS—and I believe you will—you will have more 
control over the economic life of this Nation than the new British 
Queen will have over the British Commonwealth of Nations? 

Mr. Arnaw, I will say to the Senator from Virginia that if that 
be true I hope I will be able to exercise that control prudently, sagely, 
and wisely. 

Senator Roserrson, The great Lord Tennyson wrote a little poem 
on the death of Queen Victoria’s consort, and I thought vou might be 
interested if 1 would read that poem to you now, to see if you think 
it would be a good guide for your administration of OPS. 

Mr. ArNALL, | thank the Senator. 

Senator Ropertson, That poem reads as follows: 

Not swaying to this faction or to that; 

Not making his high place the lawless perch 
Of wing’d ambitions, nor a vantage-ground 

For pleasure ; but through all this tract of years 
Wearing the white flower of a blameless life, 
Before a thousand peering littlenesses, 

In that fierce light which beats upon a throne, 
And blackens every blot. 

Is that going to be your motto? 

Mr. Arnat. I would like to have that. I should like to have 
that framed. 

The Cuairman. You will have it in the record. 

Senator Roperrson. You are going to have that bright light on you, 
too; you won't have to frame that. 

Mr. ARNALL, Senator, let me say in all seriousness, I recognize, 
and I tell you members of this committee that 1 have very meager 
ability but Lam going to try to dothe best Lean. I will make mistakes, 
of course, and I won't please people, I know that, but I am going to try 
to do what in my judgment gives me the satisfaction of trying to 
measure up to the responsibilities of the job. 

Senator Roperrson. Were you old enough to support Woodrow 
Wilson in 1912? 

Mr. Arnauy. No; had I been, I would have supported him. 

Senator Roperrson. And you endorse, I assume, Woodrow Wil- 
son’s philosophy when he said in his book, called The New Freedom, 
that he didn’t want any small group sitting down in Washington 
playing Providence to him? 

Mr. Arnatt. I go for that, sir. 

Senator Ropertson. That is all, Mr. Chairman. 

The Carman. Senator Capehart. 

Senator Carenarr. Governor, do you approve all the recommenda- 
tions the President made in his message yesterday ¢ 

Mr. Arnanut. Senator, may I say this; and I want to be ver y cautious 
in how I respond to that question : 

All I know about the recommendations are what I read in last 
night’s paper coming up on the train. I think the Congress should 
decide—if I may be so bold as to say this—whether or not we want 
to curb inflation. If so, deal realistically with it, or if we are going 
to set up a system whereby we const: antly break the line and feed the 
fires of inflation, now, I assume the distinguished Senator from Indi- 
ana refers somewhat to that part of the item I read, an amendment 
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that bears his name, but I understood that the Senator one time has 
been considering offering an amendment that might change that. 

Senator, I want to look into these things, but I will tell you this: I 
am not for weakening—let me say it just as strongly as L can—I am 
not for weakening the control system so that it will prove to be a farce. 

Now, let’s strengthen it, let’s make it effective, or let’s do away with 
it and let me go home. 

Senator Carenart. Do you know that the Congress has always been 
ahead of the President in respect to price controls ¢ 

Mr. Arnauu. Well, I think that the Congress usually is very close 
to and responsive to the people. 

Senator Carrnarr. Do you know the committee you are appear 
ing before at the moment wrote into the 1950 Defense Production Act 
price and wage controls against the recommendation of the President 
of the United States? 

Mr. ARNALL. I congratulate the committee on its wisdom in so 
doing. 

Senator Carenartr. Do you know that as late as August 1, 1950, the 
President of the United States wrote a letter to the chairman of this 
conunittee, which I would like to put into the record, in which he not 
only did not advocate, but said at the time that price and wage con- 
trols were not necessary ? 

Mr. Arnau. I did not so know. 

Senator Carenmart. I ask that the letter go into the record. 

The Coatrman. Without objection that will be done. 

(The letter referred to follows :) 


THE WHITRr House, August 1, 1950 

DeEAR Mr. CHAIRMAN: I am writing you in response to your request for m) 
views on the expressed desire to various Members of the Senate to add to the 
defense production bill (S. 3986) some kind of authority for direct controls 
over wages, prices, and the distribution of goods to consumers. 

It is urgently necessary that the Congress act on the defense production bill 
without delay. If this measure is enacted promptly, we can do a great deal to 
ease the economic adjustments which our defense effort will require \t the 
same time, we can continue on an expedited but careful basis, our planning and 
preparation for other economic controls, if and when needed. 

Of course, there is no objection, in these circumstances, to enactment of addi 
tional stand-by control powers which the President could invoke when the need 
arose. Before my message of July 19, I gave careful thought to the desirability 
of asking at once for stand-by authority to control prices and wages, and to 
ration at the consumer level. I refrained from making this proposal to the 
Congress because it seemed more important to obtain quick action on the powers 
contained in the defense production bill. To have included a request for stand-by 
controls might, it seems to me, have dangerously delayed enactment of the im- 
mediate program, while the Congress considered these broader authorities. My 
recommendations of July 19 were designed to meet the problems immediately 
before us. 

The Congress, in its judgment, may now want to make price. wage, and ra 
tioning controls available, on a stand-by basis, for use if and when needed. But 
if the Congress were to take this course, the following conditions appear 
essential. , 

Kirst. These additional controls should be supplementary to, and not in 
lieu of, the basic powers already contained in the defense production bill. The 
production aids and limited controls for which I have asked are essential now 

Second. We cannot afford to bog down or delay in enacting what is needed at 
once, and supplementary provisions should be added only if they do not pro 
long consideration on or delay action in either House. 

Third. Any provision relating to prices and wages should not set up a rigid 
formula or freeze in advance of experience. If these powers are now made 
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available in advance of widespread need, it is simple common sense that they 
must be written in a form which allows wide discretion and flexibility 
the method and place and timing of application. 

Fourth. For the same reason, any grant of price and wage authority should 
leave open the question of the method of administration. This should remain 
flexible, because it cannot be separated from the question of the extent to which 
price and wage controls actually might have to be applied. 

If these reasonable conditions can be met, I should have no objection to the 
granting of authority beyond that requested in my message of July 19. But if, 
for any reason, these conditions cannot be met, I urge strongly that the Congress 
move at once to enact the defense production bill without including these addi- 
tional powers. 

Very sincerely yours, 


as to 


Harry S. TRUMAN. 
Senator Carenart. Do you also know that the committee that you 
are now appe aring before and the C ongress, On September 6, 1950 
passed the Defense Production Act, giving the President of the 
United States—I think I can say this without fear of successful con- 
tradiction—the 100 percent power to control prices and wages—I think 
the only limitation upon it was that the prices and wages must be 


fair and equitable—and that the President of the United States failed 
to put that act into force until January 26, 19514 
Mr. Arnau. I did know that. 


Senator Carprnarr. Did you know that during that period, from 
Se ptember 6, 1950, to January 26, 1951, prices increased to the point 
where it cost American taxpayers, the American people, at least 


S15 billion ) ¢ 
Mr. Arnau. I know 
people. 


Senator CAPEHART. 


has been very expensive to the Americat 


Because of his failure to put the act into effect 
Mr. Arnauy. T wouldn’t document that statement. I merely say, 
Senator, that in my judgment had the controls been put in faster 
we would have saved quite a bit for our people. 

Senator Carenart. | — think anyone could dispute the fact 
that it would have saved at least $15 billion, and this committee, the 


one you are 7 pearing be eal is the one that held the hearings on the 


law. passed the law, gave the President the power on September 6, 
1950, which he did not use until his general freeze order on January 


Y6, 1951. 

Mr. Arnau. If the distinguished Senator will permit me to make 
this assertion, I am not familiar with those things that have trans- 
pired heretofore only in a general way. ‘That is, whether they were 
wrong or right, only the people and history can tell, but I am tre- 
mendously concerned about what is going to happen from here out, 
and I fear inflation is going to hit us pretty hard. 

Senator Capenarr. | appreciate that, but I just wanted to make 
certain that you understood the history of this legislation. I wanted 
to make certain that you understood that the Congress has been ahead 
of the President in respect of price controls and wage controls con- 
sistently. So when he condemns the Congress of the United States, 
as he did yesterday, and asks for tighter price controls, that he him- 
self must accept the responsibility. I challenge him to tell the Ameri- 
can people it isn’t true, that he himself, through failure to put into 
effect an act passed by the Congress that he now condemns, 
responsible for not less than $15 billion i 
American people. 


was 
n additional costs to the 
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Now, you can’t deny those facts. They are true. 

Mr. ArNnatt Senator, does that involve me If it does— 

Senator Carenarr. I just wanted to know if you Were aware of 
those facts. 

Mr. Arnab. I appreciate the Senator acquainting me with t them. 

Senator Capenart. You said you knew nothing about the act; that 
you had no partic ular ability, you had no experience. 

Mr. Arnaut. Thi at ist ight. 

Senator Capenarr. T his committee. of course, has had considerable 
experience. 

Mr Arnau. [ hope the committee will permit me to work with it 
closely. 

Senator Carenart. [.am certain it will. We will certainly try to 
work with you. I just wanted to get the facts into the record. That 
you will be working with a committee, and with a Congress that 
originally, back in 1950, were ahead of the President in advocating 
and in writing legislation to give the President the right to control 
prices and wages which he didn’t want at the time, didn’t recommend, 
didn’t ask for. Nevertheless the Congress in its wisdom gave him that 
power and gave him the responsibility which he did not use until 
January 26, 1951, and it was during that period that prices in the 
United States advanced. The great majority of the advance occurred 
since Korea. 

Since he did put into effect the law which Congress passed, which he 
did on January 26, 1951, prices in America have advanced a little less 
than 3 percent, and personally [ think it was a good law. I think the, 
have done a good job administering it, | think we hav» stopped run 
away inflation in America, and [ think—my opinion is that it has 
worked out very fine. 

We wrote into the original act that all prices set by the President 
must be fair and equitable. Then when we extended the act of 1950, 
last July, we wrote a formula known as the Capehart formula today, 
and we said in that formula we gave the President of the United 
States the right, if in his opinion one who made application for an in- 
crease under that amendment, if in the President's opinion it was ex 
cessive or unreasonable, we gave him the right to either reduce the re- 
quest for an increase or to deny it entirely. 

Now, the President yesterd: av in his message used a half-dozen ex 
amples which he said left the impression that those increases were un- 
warranted. 

Now, my question is, As the Director of the OPS from now on, will 
you, when they are unwarranted, as the President indicated they were 
yesterday in the case of that metal manufacturer, will vou follow the 
law and say that they are unreasonable and excessive, and deny the 
increases, or will you do what your predecessor did, and what the 
President of the United States evidently did, in the face of the fact 
that he complains that they were excessive, will you then permit them 
un increase as evidently they did, and have been doing ? 

Mr. Arnaty. In response to the question from the distinguished 
Senator from Indiana, let me say this: That although the Congress 
wrote into the law that prices should be fair and equitable—vou see we 
don’t have any trouble in general terms, but when we begin to partic 
ularize and say what constitutes fairness or equitability, that is where 
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we run into trouble. I don’t know—let me again say—because | 
havent had a chance to look at it, but in view of other increases that 
have come about, then the question comes, Is an application reason- 
able or unreasonable in the light of the increases in other segments of 
the economy / 

Senator Carenarr. The law under the so-called Capehart amend- 
ment gave the President the right to deny any increase if in his opinion 
it was unreasonable and excessive. 

Now, we felt, and the law so states, that if the President feels—or 
you, as the Director, or Mr. DiSalle, felt—that they were unreasonable 
or excessive, then you should deny them. 

The fact you don’t deny them evidently means that you did not 
feel—I am thinking now in terms of Mr. DisSalle—-that you did not 
feel they were unreasonable and excessive. Otherwise, you wouldn't 
have allowed them. If you follow the law and allow an increase, then 
you can’t say that it should not have been allowed, because you had the 
right under the law to say that it was unreasonable and excessive. 

Mr, Arnau. Senator, I can’t speak for others. nor will I under- 
take to do so. but as for me, I will undertake to administer the law 
that the Congress gives me to the best of my ability, carrying out the 
provisions of the law and what I understand to be the intentions of 
Congress, and I won't hesitate at all if 1 think that a request is un- 
reasonable. I think it would be my duty, wouldn't it, to say so? 

Senator Carrnarr. I think you would be violating the law if you 
didn’t. In other words, the President used yesterday, I think, six 
examples of where he said that they had allowed increases, and then 
left the inference, and maybe stated, that they were unwarranted, 
unreasonable, that they were excessive and should not have been 
allowed. | 

Had he read the law he would have denied the increases, if he felt 
that they were unreasonable and excessive. 

My point is, if we are going to continue that sort of administration 
of the law, then [ think we ought to repeal much of the existing law, 
and start all over again. 

Mr. Arnau. Senator, I regret that I can’t answer you specifically 
and in detail at this time, but I shall undertake to carry out the law 
the Congress gives me. 

Senator Carenuarr. Let me say it this way: If someone made an 
application for an increase under provisions written into the law by 
the Congress, and that provision said that you had the right to deny 
it, even though there was a formula set up for arriving at the ceiling 
price, that you had the right to deny it if in your opinion it was un- 
reasonable and excessive, would you turn it down / 

Mr. Arnaut. Yes; I would turn it down. 

Senator Carenarr. If vou allowed it then would you talk out of 
both sides of your mouth after you allowed it, and say, “Well, I al- 
lowed it, feeling at the time that it was reasonable and not excessive, 
but now I have decided that maybe it is, and I am going to talk out 
of both sides of my mouth ?’ 

Mr. Arnauu. I don’t think we can afford to engage in buck passing. 
v his is too important. It is too fundamental. If the Congress gives 
the Director wide discretionary powers, I will, after conferring with 
Mr. Putnam, the Economic Stabilizer, with the Members of the Con- 
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gress who are particularly interested in this matter, particularly this 
committee, undertake insofar as I can to do what I believe best. 

whether it be popular or unpopular, irrespective of who is going to 
end up as the scapegoat. 

Senator Carrnarr. I certainly would respect you for that. IT am 
satisfied that you will, but I just wanted to make certain that you 
understood the history of this, so that you understand the law, and 
that this Congress and this commitee have been ahead of the President 
of the United St: ites in respect to price control and wage control. 

Mr. ARNALL. Let’s continue to keep ahead, Senator. 

Senator CapeEMART. The ‘re is ho question about that. We will keey 
ahead. 

Senator Rosertson. Mr. Chairman, I would like to make just one 
comment, if the Senator will yield. 

Senator CaAPEHART. Yes. 

Senator Ropertson. The Senator from Indiana has referred to the 
President’s message to Congress. 

Mr. Arnau. Yes, sir. 

Senator Rosertson. I have read the President’s message to Con- 
gress, and I haven’t analyzed it, but so far as 1 could tell he didn’t 
ask for anything except a continuation of the law that we passed in 
1950 when we took up a bill to continue OPS. 

When we took up a bill to continue OPS I _—, advocated that 
we just continue the law that we had, and I think it is only fair to 
me to say that if the President had supported that a ition last year 
that would be the kind of law we would have now. 

The CHatmman. Senator Sparkman. 

Senator SpARKMAN. Governor, I want to ask you one or two ques- 
tions. 

l realize that most of the ground has been covered, but I want to 
ask you a question or two relating to the provisions of the act that 
cover farm prices and the reason I do that is because we hear so much 
attack on that part of the law. 

Are you familiar with the provisions relating to the settling of 
farm prices / 

Mr. Arnati. No, sir 

Senator SparKMAN. In relation to parity ‘ 

Mr. Arnaut. I am familiar with the parity provision, but not with 
how price stabilization relates to it. 

Senator SpaRKMAN. Are you insympathy generally w ith the parity 
provisions that Congress has written into law ¢ 

Mr. Arnaty. I think it is generally agreed that there had to be some 
vardstick set up and the Congress did adopt a yardstick for parity 


Now, I understand that my predecessor in office, Mr. DiSalle—and 
I would like to say I think he is to be commended, he has done a most 
creditable job under most difficult circumstances—he has said, I be- 


lieve, from time to time that the parity formula has made it almost 
impossib le to hold down the price on certain food items, 01 AGTIC ul- 
tural commodities. I would like to look into that, Senator. 

Senator Sparkman. I would like to say that I cert: aunty do not 
intend by my questions to imply any criticism of Mr. Dis alle’s admin 
istration. I thin k he has clone aren ivkab le job. as a whole. 


Mr. ARNALL. I do. too. 
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Senator SpARKMAN. As a matter of fact, I think a remarkable job 
been done in checking and holding inflation; don’t you agree with 
that ¢ 

Mr. Arnatn. Yes, sir, | do; but my great worry, Senator, is that 
we are going to relax a little. Iam afraid that we have yet to feel the 
real heavy inflationary pressures that are going to hit us, and if we 
relax we can lose the war although we have won the battle. 

Senator SpaRKMAN. | agree with you completely in what you say, 
that we must be careful not to relax too early, because we realize that 
the expenditures in our defense program are scheduled to step up 
from the present $3.4 billion a month to about $5 billion a month, and 
of course that is bound to create or generate addit ional pressures. 

Mr. Arnau. We will feel it. 

Senator SPARKMAN. But are you aware of the fact that when we 
adopted this act, we accepted the general date of May 24 to June 24, 
1950, as the leveling-off date? I am talking about the original act, 
now, not referring to the amendments of 1951—and with reference 
to wages, we said that they could not set wages at any level lower 
than what they were receiving during that time, nor could they set 
them in any way that would be inconsistent with the various laws 
that Congress had made with reference to wages. 

In other words, we protected the wages with the existing laws of 
Congress, and with the leveling-off date, between M: iy and June 1950, 
and when we enacted the provision relating to farm oe es we did 
exactly the same thing. We said they could not be set at a price 
lower than that of May 24 to June 24, 1950, nor inconsistent with the 
various laws that Congress had passed, writing a floor under farm 
prices exactly as had been done under wages. 

Do you see anything unfair in that kind of an arrangement? If we 
do it to wages, isn’t it right to do it 

Senator Capenarr. If the Senator will yield, didn’t we do the same 
thing on business prices, too ¢ 

Senator SpaRKMAN. We did more than that on the business prices. 
We did a little more than that, in the amendments. 

Senator Carrenmart. In the original act. 

Senator SpsikMAN. Yes; we did in the original act. 

Mr. Arnai. Senator, I do not believe you had come in when the 
committee hearing began. Here is what I wanted to say—I don’t 
know whether you heard me say this—I told the committee that 
Lam not familiar with these things. 

Senator SPARKMAN. I was here when you started. 

Mr. Arnauy. | am not prepared at this time to go into discussion 
of those matters. I understood that generally this hearing touched 
my qualifications, and whether the committee would recommend my 
confirmation. 

If I am confirmed, as I understand it Senator Maybank has intro- 
duced another Defense Production Act, or extension, and no doubt 
you will afford me an opportunity—I hope you will—to discuss these 
things with you after I get familiar with them and get some real—— 

The Cramman. Let me interject this, with Senator Sparkman’s 
permission: ‘That is why we are holding this hearing today—two 
reasons—one is Mr. DiSalle is leaving on the 15th, the other is that 
the committee has set a deadline for those who wish to testify on the 
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controls law, to file their requests here by March 4. That is the reason 
we wanted to get the gentleman here before you today. 

Mr. ARNALL. Senator, you will find I want to work with the Con 
gress, With the Senate committee. 

If you give me the job of trying to hold the line against inflation 
I want you to give me some authority to do it; I will be talking with 
you, and I hope ; you will give me that privilege. 

Senator Sparkman. Yes; 1 agree, and I feel quite certain that you 
will have frequent opportunities to discuss the matter with this com 
mittee, and I remove that little conjunction that you use: “if —I 
will change it to “when,” because in my mind you will certainly be 
confirmed, and what I am saying now is not directed toward trapping 
you or toward criticism of Mr. DiSalle or anything that has gone 
before. The thing about it is this: I beheve I know the farm at 
titude on this thing because I represent an area which is primarily 
agricultural, and my own background is that of a farme 

Of course, the primary purpose of this hearing is to let us deter 
mine your fitness to fill the job, and I want to say, ordinarily I don't 
prejudge a situation, but in your case I have pre judged it already. 

Mr. Arnaut. I hope favorably. 

Senator SparKMAN. Certainly it is favorable, but at the same time 
I think that we ought to avail gureebves of every opportunity to bring 
into a discussion any part of the act, or how it is being administered. 
I just wanted to call your sthintions to the fact, if you were not al- 
ready familiar with it, that when we passed the act in 1950—and 
goodness knows I am not holding it up as a perfect act, I don’t think 
it is—I advocated a much stronger act. As a matter of fact, I intro- 
duced a substitute, which would have written in, had it been agreed 
to, the Baruch proposals which would have provided stronger con- 
trols than what we have. 

Nevertheless, I want to say that under the act that was originally 
passed, even though it was late getting started—and I think it was 
too late, 1 think we should have started it certainly in time to catch 
that United States Steel rise that occurred in the fall of 1950, but we 
didn’t—and in spite of all of those things, I think we ought to feel 
pretty good over the job that has so far been done in holding and 
checking inflation. 

But I did want to take the opportunity to call to your attention the 
fact that when we wrote that act originally we gave to the wage earners 
exactly the same conditions we gave to the farmers, and that we gave 
to the business people the same cut-off date, the same protection under 
the various laws that Congress had enacted. 

Now, Governor Arnall, under the act we provide for the use of 
advisers—I know that Mr. DiSalle has used advisers from the various 
trades and businesses affected, and I know that some very valuable as 
sistance has been given to him in that field. I have in mind, for in 
stance, again going back to some of the agricultural parts of it, a 
question that came up, a very vexing question, and a question that 
disturbed many of us from cotton-producing areas, when Mr. DiSalle 
first pul in his price ceilings on raw cotton. | remember about that 
time I talked with Mr. DiSalle and urged very strongly that he bring 
a practical cotton man in as adviser, a man who knew the business of 
selling cotton from the time the farmer brought it to market. cleag 
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on to the time that the mill turned it into goods. He did, as a matter 
of fact, appoint a man from my home town, whom I knew very well, 
Mr. Milton Cummings, and I know that on several occasions he was 
able, because of his practical knowledge of the everyday operation of 
this thing, to help out by making suggestions, and as a whole I believe 
that the cotton-ceiling resolution was operated without too much 
difficulty. 

I just wonder—and I am sure that same thing could be stated with 
reference to every single business and industry that is covered—I 
wonder if you plan to make full use of advisers who are practical men, 
engaged in the business themselves ? 

Mr. Arnau. I think I should, Senator, of course. 

Senator SparKMAN. I do, too. 

Mr. Arnau. Of course, there is one thing I assume I will have to 
watch, from my limited experience as Governor, that sometimes you 
get advisers and they have some particular project or program in mind 
and sometimes their advice is not free from some personal interest or 
predilection, but I think if the mght people are selected, patriotic 
citizens who are willing to put the Nation's welfare ahead of their own 
business welfare or personal welfare, it is an excellent idea and I 
hope to do that. 

Senator SparkMAN. I know no member of this committee would 
suggest you get any other kind. In fact, it would be disastrous if you 
did so. We want it to be understood certainly we wouldn’t advocate 
anything to the contrary. 

It will be your purpose when you are confirmed to do your best to 
hold the line against inflationary pressures 

Mr. Arnau. It certainly will, Senator, and I hope that the com- 
mittee and the Congress in its wisdom will give me the tools whereby 
I can do that, but whatever tools you give me, as long as I keep the 
place, I will use to the best of my ability and to the best of my 
judgment. 

Senator SparKMAN. Thank you, Mr. Chairman. 

The CratrMan. Senator Frear. 

Senator Frear The questions I have to ask I hope those of the legal 
profession will not think are derogatory; I see you are an attorney. 

Do you think it possible for you to divest yourself of many of the 
things you were taught in law school and practiced thereafter in writ- 
ing regulations so that we laymen and little farmers and little busi- 
nessmen can understand them and abide by them without violating 
the law ? 

Mr. Arnaui. That is a big order. I hope we can simplify it. We 
will try to very sincerely. It is awfully hard to draw up regulations 
or laws that are unambiguous and easy to understand and free from 
doubt. But I think that the Price Stabilization Office should under- 
take, insofar as we can, to simplify them. 

Please understand, I don’t guarantee to do that. 

Senator Frear. You are going to try ? 

Mr. Arnau. I wili try: yes, sir. 

Senator Freak I thought maybe you might say, if we fellows in 
Congress could write them so you could understand them it would be 
helpful, too. Sixty percent of us fellows here are lawyers, too, so we 
have our difficulties. 
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Senator Rozerrson. [f you will yield. I had a constituent in World 
War I and he wanted to get a glass eye in Vienna that would cost him 
$6, and he wrote to the Treasury De ‘partme nt to know what the tariff 
would be on it. They sent him back four pages of regulations and he 
read them over and still couldn’t tell. 

Finally, I had to call up and say the tariff would be 30 percent on 
the glass eye, and then he knew what he was doing. 

Senator Frear. Thank you. That is apropos. 

The second question is this: Regarding personne ‘1 to administer the 
act, particularly in the field, I think most all of us are most desirous 
of having this act effectively administered in the field so that the 
people are vive n the opportunity to abide by the law expressed in its 
sunplest terms. 

I am not interested in appointing personnel but I am interested that 
personnel who are appointed to these positions should be those who 
can speak the language of that particular area so that its administra- 
tion may be as effective as possible. 

Mr. Arnau. Senator, please understand, I don’t know anything 
about the personnel in the agency. | underst: and its staff is com- 
plete for the most part, but whether the staff is maintained—and I 
hope that everyone will be maintained who is ed ng a good job; they 
certainly won't lose their connection by reason of any power | have 
got if they are doing a good job—but I think that we can from time 
to time, as Lam sure Mr. DiSalle has undertaken to do, hold meetings 
with our regional offices and our State directors. 

I think that we should hold meetings frequently and undertake 
down at the grass roots to get the representatives of the Price Stabili 
zation Office, if they are not now doing it, to undertake to be helpful 
and to make their approach one that will be constructive rather than 
destructive to the man they deal with, and try to deal with him in 
terms that he can understand; in other words, they ought to try to 
make it easy for him to follow the law if he wants to, and follow the 
regulations. 

Senator Frear. Thank you, because [ think most of the people 
want to abide by the law. 

I think most of the people want to fight oe I think most 
of the people would rather have as small a number of controls as 
possible, but if they have to have controls, i ‘vy are willing to abide 
by them, but they don’t want a lot of people telling them something 
of these things they can’t understand, and by a person whom they 

can't unde seaaend, citheen. 

Mr. Arnaty. I think we should, insofar as we can, talk the lan- 
guage of the man on the farm, and on the street. 

Senator Frear. That is mighty heartening. 

Mr. Arnaue. I hope we can do that. I don’t know; I am going 
to try. 

Senator Frear. From the looks of your face and the way you have 
talked this morning, I think you will accomplish a lot of things we 
are interested in. 

Mr. Arnau, We will be working together. 

The CuarrMan. Senator Benton. 

Senator Benron. Thank you, Mr. Chairman. 
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I, of course, know of Governor Arnall and I congratulate him on 
his being willing to walk into this alleged trap and take this tough 
job. I agree with what Senator Sparkman and you, too, Governor 
Arnall, have said about Mr. DiSalle: I think he is leaving with great 
credit and has made a great record on which he should be con- 
gratulated. However, it isn’t always this way. I happen to have 
watched some of the repercussions on his wartime predecessor, Am- 
bassador Bowles. I can assure you that Ambassador Bowles in re- 
turn for the outstanding job he did on problems of prices and con- 
trols, during the war, is suffering to this day. Indeed there was an 
attack on him on the floor of the Senate, when he came up for con- 
firmation, with the charge that he was no diplomat, and other mis- 
taken or irrelevant charges that directly grew out of lis highly 
successful 3-year operation of our price-control program during the 
war. 

I like Senator Robertson's poem, Governor Arnall, and everything 
I know about you conforms to Tennyson’s dictum of wearing the white 
Hower of a blameless life, and I congratulate you on such a record, 

[ have a few questions stimulated mostly by the prior questions, 
Governor Arnall. because I think some of them warrant further 
colnment. 

Have you been working on this new assignment long enough to dis- 
cover how few people seem to have interest in making the case for 
controls, in contrast to the exceedingly large numbers who are always 
willing to speak up about the ills and evils of controls ¢ 

Mr. ARNALL. Senator, in my limited experience from last Thursday 
up until now, hearing from the eet —and IT have heard from them, 
quite a few—I would say, No. 1, that many are enthusiastically for 
conti ‘ols as long as the *y can be on ie other fellow. 

We have got a lot of patriotic Americans—don’t misunderstand 
me—but there is an element of our people who are strong for the 
control program as long as their particular industry can be decon- 
trolled, meaning, they tell me when I pin them down on it, that would 
make their industry subject to greater earned or merited increase. 

Senator Benron. I agree that often this is a sincere belief, with no 
reflection on their patriotism. 

Mr. Arnwauti. The other conclusion T have reached in the last few 
days, just hearing from people, is that to the seller, the man who has 
vot products or manufactured goods to sell, the price is never high 
sana! To the consumer, the price is always too high, and the sad 
thing about it is that you and I, and every one of us, never entirely 
is relegated to the roll of consumer or seller, but we alternate day to 
day or during the day and that is what makes it so very difficult. I 
know it isa hard job, and what they said about Chester Bowles will 
probably be Sunday school talk compared to what they say about me 
if I vigorously try to do this job, as the Congress lictates to me 
through the law and its intentions. 

But T understand that. 

Senator Roserrson. If the Senator will yield for a suggestion, there 
are some exceptions that may prove the rule. For instance, I have 
gotten a heap of complaints about a l-cent increase in the price of a 
post card, but no complaints about a 35-cent increase in bottled liquor. 

Mr. Arnau. Thank vou for your observation, Senator. 
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Senator Benton. In line with the comment you have just made J 
wonder if vou have had a chance to examine- “You have said you are 
familiar with it—the reasons why there was the delay, under the 
1950 act, in establishing rigorous price controls. Are you aware of 
the fact that during this period of delay there was a great deal of 
consultation with experts from various industries, from trade associa- 
tions, and industry groups, and to the best of iy knowledge I have 
not yet been told that any of ar: se represent: itives or trade associations 
who at the time when Senator Capehart now indicates controls should 
have been put in, were urging such controls upon the Government. 

Mr. Arnau. I imagine that is true, although I don’t know. 

Senator Benron. Isn't this experience a good case study in line 
with Senator Capehart’s figure of the $15 billion cost to the consumer ? 
Shouldn’t this experience warn us as you look ahead to these heavy 
responsibilities you will personally be carrying’ You must make the 
decisions and not your industry advisors. 

Mr. ARNALL. I am very fearful that we have yet to feel the full 
impact of inflation in this country. 

Senator Benron. [f you know that a trade association or its in- 
dustry experts are going vigorously to oppose a price regulation, 
which you intend to put im, because after your study in your own 
judgment this regtilation is in the public interest, can’t you imagine 
circumstances in which you would create more trouble by the sug- 
gested consultation than you would get out of it 4 

Mr. ArRnauy. I am sure there are situations where that would 
true, but insofar as time permits and there are OLY so Thaiy hout 
in the day—but insofar as time permits, I think I should give bear 


ness and trade assoc lutions and all others, consume and ot 


chance to be heard. If 1 hear them, if I have the time and really 
trv to hear from them, it doesn’t mean at all that I would do what 
they want done 


Ors. a 


Senator Benton. I] hasten to agree with the wording you have 
iust used which is somewhat different than the implication of some 
of the previous discussions. 

Mr. Arnaun. One of the objections I think business makes—and 
I think this is what Senator Sparkman was referring to—is that 
they Say that somebody who hay know absolu te ly nothing about their 
line of business undertakes to prescribe regulations for it, when, if 
we would talk with some of the people in that line of endeavor they 
could be apne in acquainting us with the facts. Let me hasten 
(Os ay thi 4 The re is: a diffe rence in letting someone Come 1h and argue 
they want decontrol, and in getting the real facts. 

Senator Benton. I like your emphasis on facts but I like your 
emphi isis also on the differences that arise in the interpreting ot laws. 

If you have a chance as you leave to stop in my office a few feet 
from here, room 354, I call your attention to an original cartoon by 
Mr. Thurber, which is hanging on the wall just inside my door, This 
Was given to me by Chancelor Robert Hute hins. It shows two Thur- 
ber women staring at each other, in chairs facing each other. One 
of them is pointing at a serious-looking man in a chair nearby, against 
the back drop of a cocktail party atmosphere. The woman is saying, 
*All he knows is facts.” Iam tempted to loan that picture to vou 
and your SUCCeSSOrsS, 
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Are you aware of the fact that the 1951 act is a good deal weaker ; 
than the 1950 act, to which Senator Capehart referred ¢ 

Mr. Arnaut, Senator Benton, I am not too familiar with the act. 

Senator Benton. Are you aware of the fact that the Congress re- 
fused to give the President and his administrative officers many pro- 
visions in the 1951 act which he urged upon the Congress. 

Mr. Arnaun. If the Senator so states, I know that that is true, 
although I personally have not kept abreast of that particular 
development. 

Senator Benton. Do you recall that the President urged the Con- 
vress to legislate the right to establish slaughtering quotas and this 
Was not approved by the ¢ ‘ongress ¢ 

oe Arnau. I know that to be true from the newspapers. 

ator Benton. Do you recall that the President urged stricter 
aiken rs in the field of credit controls than were granted by the Con- 
gress’ In the field of credit controls, the Congress wrote into the 
law more liberal provisions for certain industries than were requested 
by the President ? 

Mr. Arnaun. I do not doubt the statement of the Senator from 
Connecticut. 

Senator Benron. Do you recall the President asked for power to 
establish and build defense plants on the part of the Government, 
as was done with over 2,000 plants in the last war, and that this was 
refused by the Congress ¢ 

Mr. Arnauy. I believe that to be true. 

Senator Benron. Do you recall that the President asked for stricter 
authority in the field of enforcement? For instance, the President 
asked for the right to give licenses to business, as was done in the last 
war, so that through the cancellation of a license, a businessman who 
viol ited price controls could be punished. Do you recall the Presi 
dent asked for this and that this was rejected by the Congress ¢ 

Mr. Arnau. I believe that is correct. 

Senator Benton. Do you recall that he asked for authority to 
punish rent violators who were gouging the tenants, and that his re- 
quest was weakened by the Congress ¢ 

Mr. Arnau. I believe that is true. 

Senator Benron. Do you recall that the Congress injected the 
notorious fats and oils amendment into the bill and that this was not 
requested by the President / 

Mr. ArNaui. Senator, if the Senator so states, I know that that is 
true. 

Senator Benron. I ask these questions with two thoughts in mind. 

First, because you have indicated that you share my fear of the 
inflationary threat to our economy 

Mr. Arnauy. Senator, not only do I share it, but I fear it greatly, 
because I don’t see how you can go forward spending billions of 
dollars in defense production without causing an inflationary effect on 
our Nation’s economy, and I further say that such is a gamble and a 
chance that our Nation and our people ‘cannot afford to take without 
having a rigid control system that will crush, prevent, and retard in- 
flation. 

Senator Benron. Have you had a chance to study the 1946 ex- 
perience after the rapid and sudden removal of price controls, 
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Mr. Arnau. I remember that was a case: wasn’t it? What was the 
question ¢ 

Senator Benron. In 1946, when the wartime controls were taken 
off suddenly, this removal was followed by a very rapid increase in 
prices. Could I suggest to you that the 1946 experience is a very 
suitable one to e xpose to this advi isory committee which has been set 
up’ Ithink there is a great deal to be learned from it, ap yphed to the 
present proposals to decontrol. Some of these business groups I think 
are how mistakenly, instead of looking ahead to the potential problems 
of 6 to 12 months from now, looking at the immediate situation and 
are pressing and will press vigorously for precipitate decontrol. 

Mr. Arnau. Senator, I be lie ve the thing that started this inflation. 
ov one of the very great contributing factors, was fear on the part of 
the American people—fear of shortages, fear of supplies, fear of 
commodities, fear of manufactured eo0ds—so everyone stocked up. 
Here is my fear at the moment. Suppose the Congress in its wisdom 
says: “Well, everything is all right. We don’t have anything to 
worry about. Let’s throw the wraps off now. 

Iam now thinking in terms of what a salesman would do. 

Senator BEnTON. Senator Sparkman unde ‘stands your accent better 
than I do. 

Senator SpaRKMAN. It is perfect. 

Mr. Arnaun. I think the salesman, whether he is selling suits or 
clothing or whether he is selling hats or food or whatever he is selling, 
would go immediately to the jobbers and wholesalers and say this: 

“You know there is no ceiling on prices in this business now. We 
have got a mighty good price, a good price we are quoting, and this 
isa good time for you to stock up because we don't know Ww hat is cone 
to hap ypen. 

‘The defense spending is going on, and will cut out civilian goods,” 
and I think the wholesaler would sav, “Send me a carload of that.” 
Then I think the wholesaler would go to the retailer and say, “Look, 
I have just put ina big supply of this merchandise but I am getting 

lot of demands for it and we have got a good price and you had 
better stock up,” and then the retailer will urge the consumer to stock 
up. Then pretty soon 1 am fearful we will be right back where we 
started, only much worse off. 

Senator Benton. I agree with what you have just said. Can't we 
therefore how foresee that the problem is much more than a psi 
chological one 4 ‘| he ‘re are concrete factors that olve to this salesman 
of yours very powerful arguments. 

Do vou think the C oOngress is Fong to enact the tax bill reecom- 
mended by the President during the coming year ? 

Mr. Arnau. TI have no way of knowing, sir. 

Senator Benton. Do you think the Congress is lik: a to appropriate 
il consider: able perce nt: ge of the money requeste rd | he P resident. 
which at the present writing indicates a $14 billion excess of expendi- 
tures over receipts, in case a tax bill is not enacted? I may say I 


haven't happened to run into anyone who anticipates much of a tax 


bill. 

Mr. Arnaut. | would think that the Congress will make a very 
large es mavbe not as much as the President has ree- 
ommended, but a tremendously large appropriation: ves, sit 
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Senator Benron. It seems to me it would be a reasonable assumption 
for you as Administrator to take as one of your sets of possibilities 
sig fact that the Government may be running into a ten or twelve 

* fourteen billion dollar excess of expenditures over receipts. 

pr ARNALL. Yes, sir. 

Senator Brenron, Now, can you explain how the economy can 
operate under such circumstances without inflation and without the 
imperative need for authority in the hands of yourself, Mr. Putnam, 
Mr. Wilson, and your associates for controls of various kinds, to be 
used by you if, as, and when needed ? 

Mr. Arnauu. 1 think we must have controls and I think the Senate 
Banking and Currency Committee feels that way and I think the 
Congress feels that way; the only point is, when we reach the spot, 
when and if we do, where with reasonable certainty, based on factual 
information, we believe that a segment of the economy can be taken 
out from under controls, we ought to do it, and I think the other fee! 
ing is that when factually, if we ever do—and I certainly hope we 
will and I hope we will shortly—reach a position where we can do 
away With controls because we have licked inflation, and we are not 
fearful of inflation, certainly we want to do it. The point I make. 
based on the limited information I have, Senator, is that we are not 
yet at that stage, but it looks like we are going in for a very difficult 
time ahead, due to these increased minions woul pressures. 

Senator Benron. I haven't had the privilege of being acquainted 
with you or Mr. Putnam over a period of years as I have with Mr. 
Wilson and Mr. Johnston, Mr. Putnam’s predecessor, but if you run 
into any men who are in top positions in this administrative set-up 
who don’t want to get rid of controls when our economy makes it 
possible to get rid of controls—as do Mr. Wilson and Mr. Johnston- 
if you run into any of these alleged planners who are allegedly striv- 
ing down there, conniving, how to fasten and keep controls on the 
economy——— 

Mr. Arnaty. No, sir, I have not, and if there be those in the Gov 
vernment they should be gotten out of the Government. 

Senator Benron. I concur wholly with that, but the kind of men 
the President has appointed, beginning with Mr. Wilson and running 
down the line to yourself and your predec essor seems to me to be men 
whose experience has taught them that all of us want to get rid of con- 
trols as soon as suitable and possible. 

Mr. Arnaty I am sure that is true. 

Senator Benton. In line with the slow-moving process of the Con- 
gress, wouldn’t we be well-advised, facing definite dangers of inflation 
of unknown degree, to give to such men adequate authority and the 
power to operate! 

Mr. Arnaz, I so st rongly recommend. 

Senator Benton, That was the major point I wanted to bring out, 
Mr. Chairman. 

Senator Carenart. If the gentleman will yield. 

Senator Benton. Yes. 

Senator Carrnart. | just want to say this for your benefit: You are 
going into a new job here. I know of no one in the Congress or in the 
Senate or on this committee that has any intention of discontinuing 
controls. 


a, ae me § 
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Mr. ArNaLL. 1 am sure of that. Let me hasten to say I am certain 
of that. 

Senator Capenarr. There may be some arguments from time to time 
as to the wording of specific amendments. 

Mr. Arnau. None of us have any disagreements as to what w 
want. We may disagree as to how to obtain it. 

Senator Capenarr. I think you are fortunate in having a friendly 
committee, in this new job, and I said before that we advocate pric 
and wage controls. 

Mr. Arnau. I think it is a wonderful committee. 

Senator Frear. Mr. Benton, would you yield ¢ 

Senator Benton. Yes. 

Senator Frear. I think it may be noted here that this committee has 
approved nearly all the President recommended additionally in yes- 
terday’s message. 

The CHarrMan. I am glad the Senator called that to the attention 
of the committee for the record because there were several things that 
this committee was asked to do, and this committee got the bills out 
of here promptly, got them on the Senate floor and some of them 
were passed. 

No fault could be laid to this committee. 

Senator Moody. 

Senator Moopy. I have followed your career over the years with 
admiration and I am glad that the President picked you for this posi 
tion, and that you were willing to step into what I am sure will be a 
very tough job. 

Mr. ARNALL. Senator, I have followed yours with approbation and 
approval. 

Senator Carrenarr. Is this gettine to be a mutual admiration 
society ¢ 

Senator Moopy. My colle: ague from Connecticut, next to me, says 
you are going to get along all right and I think he is right. 

As I understand it, you feel that inflation must be held and if it 
were not held it would be a great danger to the country; is that right? 

Mr. Arnau. I think the threat of inflation is the best weapon com- 
munism has. It is a gamble we can’t take. We have got to hold the 
line and if you give me the weapons to hold that line with, 1 will try 
to do it. 

Now look: I don't want to sound like I can do it. i may make a 
miserable failure. But I will try, let me say. 

Senator Moopy. As I understand your position you feel that the 
very process of making ourselves strong enough to re pel any attack 
on us or any danger of war are the very things that migh t destroy us 
internally if we don’t act wisely now; is that your noaition 

Mr. ARNALL. Correct. 

Senator Moopy. I gather from what you have told the previous 
que stioners that you - t believe in permanent con itrols. 

Mr. ArNALL. No, s 

Senator Moopy. Pd feel they are necessary during this mobiliza 
tion period 4 

Mr. Arnauy. That is right. 

Senator Moopy. During the period when production can be 
creased ioa point where once more we can have enough consumer 
goods to balance off supply and demand 4 
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Mr. ArnauL. That is correct. 

Senator Moopy. You say you haven't studied this law very care- 
fully. When you do have the chance to study it will you give the 
committee a frank statement on the law as it stands, without any too 
great caution in regard to anyone's sensibilities / 

Mr. Arnau. I would be glad to do that. 

Senator Moopy. We would like your frank opinion, because I would 
like to see you have the tools that you need to do this job. 

In line with Senator Benton’s question regarding people's attitudes 
about this thing, 1 think your colloquy with him was very enlight- 
ening and accurate. I would like to point out to you that during 
the period we were holding hearings on this law last year, with the 
exception of representatives of the veterans’ organizations and of 
labor, as I recall it, there was no representative of an important group 
that came before the committee that did not either propose a decontrol 
of the entire situation, or else some exceptions. 

There may have been one or two exceptions but in general most of 
the witnesses were in favor of decontrolling. I would like to ask you 
what you think the effect would be on the economy if there should be 
decontrol now. 

Mr. Arnau. Well, Senator, as I understand it, Mr. DiSalle has 
appointed a committee that is looking in factually, corraling facts 
on various segments of the business economy, particularly that type 
industry that is well below the price ceilings now. 

I don’t know what that will show so the statement I make merely 
my personal belief rather than being based on fact, but my personal 
belief is that the minute we start helter-skelter, here, there, and 
yonder, decontrolling, vou light the fires of inflation and I think that 
you are going to have increased prices and then increased labor costs 
again and off we go. 

Now, there may be, and I hope there are some segments of the econ- 
omy that can stand decontrol, but generally my personal opinion is 
that we should go very slowly and be sure of what we are doing and 
then when the facts justify, decontrol, suspend, do what you w ill: but 
at. this stage of the game I would not want to commit myself to a 
decontrol policy y until and unless the facts are such that 1 could safely 
say we can afford to decontrol certain items. 

Senator Benton. And the future facts. 

Mr. Arnatye. And further, not just isolated facts but the future 
prospective economic situation. : 

Senator Moopy. At the same time, however, you do believe ulti- 
mately controls should be lifted when they can be lifted ¢ 

Mr, Arnau. Senator Moody, I would like very much a few months 
from now to be able to wipe out all controls and for the economy to be 
on an even keel, and to be excused from this job and go home. 

Senator Moopy. Do you feel, in view of the fact that the defense 
expenditures are now rising, that the greatest danger of inflation is 
behind us or ahead of us? 

Mr. Arnaui. Ahead of us. 

Senator Moony. The greatest danger of inflation is ahead of us and 
therefore this would not be the time to decontrol # 

Mr. Arnaun. Generally speaking, unless the facts in individual in- 
stances show otherwise. 
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Senator Moopy. In line with the interesting questions of the Senator 
from Indiana a while ago, he indicated that the words “unreasonable 
and excessive” put it within your discretion to deny any price increase. 

Do you intend to ignore the rest of the wording of that so-called 

Capehart formula if you think any price increase is excessive / 

Mr. Arnau. I will undertake to read the law and obtain the best 
legal construction I can and act on the law in its entirety, or the pro- 
vision in its entirety, and not an isolated phrase or section, if shave 
he such. 

Senator Moopy. If you do read it, and I am sure you will, I think 
you will find that the phrase “unreasonable and excessive” does not 
apply to price, but it applies to a Presidential judgment that might 
be made with regard to any individual cost. So that there is a dis- 
tinction there, that unless you find that a whole series of costs are un- 
reasonable and excessive, Which you then translate into the price struc- 
ture, as I read the section you do not have authority to ignore the rest 
of the section, as I believe was implied by the Senator’s questions. 

Mr. ArNAux. I don’t know what was in the Senator’s mind but | 
imagine he wanted to state it fairly and on a fair statement I would 
try to follow the law, whatever that is. 

Senator Capenart. That is all we want you to do, and let me say 
this: That you have the tools to control inflation in this law. 

Mr. Annan. I hope that is true. 

Senator Carenarr. I know of nobody that wants to do away with 
it at all and again I repeat it has been this committee that has been 
out in front in respect to price and wage controls. “Unreasonable 
and excessive” applies of course to cost increases. 

In fact. you can’t get a cost increase under the Capehart amend- 
ment unless your costs have increased. If the President decides they 
are unreasonable and excessive he can revise them. If they are not 
unreasonable then they should be allowed. 

Mr. Arnauy. I don’t want to give the wrong impression. I agree 
with Senator Sparkman, Senator Capehart, with the members of this 
committee that a marvelous job has been done to curb inflation. I 
don’t think there is any question about that, but there are a lot of 
people that I come across who still think that things are too high. 

don’t know what, if anything, can be done but I just want. to say 
that I come across a lot of people who think prices are too high; some 
sav labor is too high. I don’t know, but all I can do is from here out 
try todo the best Lean. 

Senator Carenmarr. I never bought anything in my life but what 
I thought it was too high. I try to buy it for less. 

Senator Moopy. I would like particularly, Mr. Arnall, to have you 
study this provision of the act, because we don’t want this committee 
in any Way to hamper you in this job. 

The Senate, after objections were raised to the manufacturing pric- 
ing section, passed a repealer of the act and the Senator from Indiana 
supported that: so did the rest of us. The Senate passed it. How- 
ever, in the closing days of the session, the House failed to act on that 
repealer, and I would like to know from you what you feel you need 
to hold these prices in line. 

Mr. Arnaut. I would like the privilege of looking into that and 
talking with you about it. 
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The Cnarrman. Any further questions / 

There is one question I wanted to ask—— 

Senator Moopy. There is one other thing I wanted to say, and that 
is in line with what Senator Frear said: I hope you will be able to get 
some periods into some of these regulations. 

Mr, Arnauu. I hope so, too, but that is difficult. We will see what 
can be done. 

The CHatrman. You have been governor of a great Common- 
wealth, and a practical man, and I want to make this observation. 1 
would not want to tell you who to emp loy or not to employ but as 
chairman of this committee, I have a lot of headaches just as you 
have. I want to say that the liaison between the OPS and this com- 
mittee—and I think the other members of this committee will agree— 
has been very good. 

In other words, they have advised us in advance in most Cases so 
we wouldn’t be caught off guard. I don’t know who you intend to 
put in but I hope you will remember because of your long experience 
as an attorney general and as Governor, and as a member of the legis- 
lature, that this group can work with you. 

We can’t be phoning you every hour or 4 hours; if you have got 
some man whom we can trust and believe in it will make things a ‘Jot 
easier. 

There are a lot of wild rumors that start at times, people down on 
the Avenue, in the office buildings here, representing this group or that 
group, phone me up and say OPS is going to do this or that; if we 
can have some responsible person that we can talk to, to stop those 
things before they get like a running sore, you will have many head- 
aches relieved. 

Mr. Arnau. I appreciate your suggestion. I will undertake to 
work with you and the committee and we will try to get someone we 
can work with. 

The Cuamman. When they come to me I get copies and send them 
to the committee at the same time, but fantastic rumors come up. 

Mr. Arnau. I will work with you closely and we will get a man as 
our contact man, 

The Cuarrman. The committee will go to executive session. 

Senator Ropertson. I would like to make one comment on this 
danger of inflation. Since the Korean war the cost of living has gone 
up about 9 percent. If we would remove all controls, in the face of 
greatly accelerated spending and increased income, as the President 
pointed out yesterday in his statement, and the cost of living should 
advance another 9 or 10 percent—a mi irried man with an income of 
$5,000 is taxed approximately $500—and if the cost of living advanced 
as much in the future as it has in the past it would be roughly equiva 
lent to increasing his taxes 100 percent and nobody in the Congress 
would consider that; in fact, you said you don’t know if Congress is 
going to approve 1 percent. 

Asa matter of fact, the chairmen of the two tax committees, Senator 
George and Representative Doughton, indicated they are not even 
going to entertain any further increase in the income taxes. 

It would be highly unpopular politically to increase the income 
taxes, but this inflation could double the percentage increase. 











The Cuarmman. Governor, is there anything you would like to place 
1 the record / 
Mr. Arnau. Not a thing. 
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The CuarMan. We have your biographical sketch but I think you 
pretty well covered it. 

The committee will go into executive session. 

(Whereupon, at 12:10 p. m., the committee adjourned to executive 


Session. ) 





